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SUBJECT: EXTENSION OF UK EXPORT INFLATION INSURANCE SCHEME 

1 . WE APPRECIATE EMBASSY LONDON'S VIEW (PARA 5, REF C) 

THAT WE SHOULD MAKE LOW-KEY REPRESENTATIONS OF REGRET, BUT 
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FEEL, DESPITE ANNOUNCEMENT BY CHANCELLOR, EXPORT INFLATION 
INSURANCE SCHEME IS NOT OF MAJOR IMPORTANCE TO UK AND THAT 
TERMINATION WOULD SO SUBSTANTIALLY ENHANCE INTERNATIONAL 
EFFORT TO END THIS PRACTICE, THAT WE SHOULD ASK UKG TO 
RECONSIDER EXTENSION OF EXPORT INFLATION SCHEME. EMBASSY, 
THEREFORE, REQUESTED MAKE REPRESENTATIONS AT HIGH LEVEL 
AT APPROPRIATE DEPARTMENTS AND SHOULD INCLUDE FOLLOWING 
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POINTS IN THESE REPRESENTATIONS: 

2. THE US SERIOUSLY REGRETS INDICATION IN THE CHANCELLOR 'S 
STATEMENT ON EXPORT CREDITS IN THE MINI BUDGET (REFTEL B ) 
THAT -THE UK WOULD CONTINUE ITS EXPORT INFLATION INSURANCE 

SCHEME FOR A FURTHER YEAR. WE HOPE UK GOVERNMENT WILL 
RECONSIDER AND ALLOW EXPORT INFLATION INSURANCE PROGRAM 
TO LAPSE, THEREBY PROVIDING POSITIVE IMPETUS FOR THE 
ELIMINATION OF THIS TYPE OF SCHEME BY OTHER COUNTRIES AND 
REINFORCING THE INTEREST IN COOPERATIVE EFFORT TO END 
TRADE DISTORTING MEASURES. 

3. AS YOU KNOW, THE US POSITION REGARDING THESE PROGRAMS 
IS THAT (A) THEY INTRODUCE DISTORTIONS IN THE INTERNATION- 
AL TRADE IN CAPITAL GOODS BY GIVING BENEFICIARY EXPORTERS 
SUBSTANTIAL BIDDING ADVANTAGES, (B) THEY ARE EXPORT 
SUBSIDIES INCONSISTENT WITH GATT ARTICLE XVI, AND (C) 

THEY SHOULD BE TERMINATED QUICKLY. A GATT WP IS CURRENTLY 
REVIEWING THESE PROGRAMS, AND SEVERAL WP MEMBERS, 
INCLUDING THE US, HAVE URGED THAT THEY BE TERMINATED. 

THEY ARE ALSO UNDER CONSIDERATION IN THE OECD/ECG. 

4. LACK OF USE OF THE EXPORT INFLATION 
BY UK EXPORTERS IN THE PAST INDI 

CATES THAT THE UK DOES NOT NEED THIS PROGRAM TO EX- 
PAND EXPORTS. FURTHER, WE BELIEVE THAT THE UK’S CURRENT 
STABILIZATION PROGRAM IS THE APPROPRIATE BASIS FOR 
INCREASING THE COMPETITIVENESS OF UK EXPORTS. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 STATE 000065 


5. ACCORDINGLY, WE URGE UK GOVERNMENT TO RECONSIDER THE 
PROPOSED EXTENSION OF THIS SCHEME. KISSINGER 
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